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FAEMERS'  COOPERATIVE  ASSOCIATIONS  IN  PENNSYL- 
VANIA UNDER  THE  LAW  OF  1919. 


The  word  "cooperative"  has  been  much  abused.  Various  organ- 
izatioBS  over  the  United  States  have  masqueraded  under  the  title  of 
cooperative  associations  when  tliey  were  not  cooperative  either  in 
form,  spirit  or  intent.  An  act  passed  by  the  Pennsylvania  Legis- 
lature and  approved  June  12,  1919,  makes  it  possible  for  the  farmers 
of  this  State  to  organize  associations  on  a  truly  cooperative  basis.* 

It  is  the  purpose  of  this  bulletin  to  explain  the  steps  necessary  for 
organizing  under  this  law  and  to  suggest  certain  forms  which  may 
serve  as  a  guide  in  forming  and  conducting  such  associations.  But 
first  of  all  it  may  not  be  inopportune  to  re-state  briefly  certain  well 
established  business  principles  which  should  not  be  overlooked  either 
l)y  those  about  to  organize  or  by  those  who  may  be  charged  with  the 
responsibility  of  operating  an  association  already  in  existence. 

Many  questions  will  arise  regarding  the  organization  and  conduct 
ol  such  associations  to  which  no  attempt  is  made  to  answer  in  this 
bulletin,  but  the  Pennsylvania  Bureau  of  Markets  is  equipped  to  as- 
sist County  Agents  and  groups  of  farmers  in  dealing  with  organiza- 
tion problems.  The  Bureau  wishes  to  urge  that  before  organizations 
are  formed  local  conditions  be  carefully  analyzed  to  determine 
whether  or  not  they  constitute  a  basis  for  sound  organization.  The 
Bureau  is  also  prepared  to  give  assistance  to  associations  in  working 
out  and  establishing  accounting  systems  suited  to  their  needs. 

A  cooperative  association  is  simply  a  form  of  business  organization. 
As  such  it  must  conduct  its  affairs  on  sound  business  lines.  If  it 
does  this,  it  will  succeed.  If  it  does  not,  it  is  sure  to  fail.  There  has 
been  too  much  sentiment  attached  to  the  idea.  Cooperation  is  not 
an  end  in  itself  but  simply  a  means  to  an  end.  The  goal  should  be 
better  service  than  is  now  obtainable,  or  else  satisfactory  ser-vice  at 
less  cost,  or  both.  If  an  association  cannot  secure  one  or  both  of 
these  results,  it  has  no  reason  for  existence,  and  indeed,  it  probably 
will  not  exist  very  long. 

No  one  who  has  been  following  the  agricultural  papers  can  fail 
to  be  aware  of  the  fact  that  a  large  number  of  highly  successful 
farmers'  associations  are  in  existence  today  and  that  their  number 
is  growing  mpidly.   Not  only  have  they  been  growing  in  number  but 

*This  discussion  is  devoted  principally  to  the  problems  of  cooperative  selling 
organizations  because  these  problemiS  are  much  more  complicated  and  difficult  than 
those  of  buying  associations.  It  should  be  stated,  however,  that  an  opinion  recentlv 
handed  down  by  the  Attorney  General's  office  states  in  effect  that  the  Law  of  1919 
does  not  provide  lor  the  organization  of  cooperative  grocery  stores. 
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they  have  also  been  growing  iu  size  nutil  now  many  of  them  are 
doing  a  business  of  over  a  niiliion  dollars  a  year.  Neither  are  they 
confined  to  any  one  section  ox  the  country  nor  to  the  handling  ot  any 
one  product.  The  Pennsylvania  Bureau  of  Markets  has  a  record  of 
over  100  farmers'  buying  and  selling  associations  in  this  State  and 
there  are  doubtless  others  with  which  we  have  not  come  in  contact  . 
It  would  be  inaccurate  to  call  these  cooperative  associations.  Most 
of  them  are  cooperative  in  spirit,  but  in  fact  they  are  principally 
stock  corporations  of  the  usual  type. 

WHAT  IS  A  COOPERATIVE  ASSOCIATION? 
The'  features  which  distinguish  a  cooperative  association  from 
the  ordinary  stock  corporation  may  be  briefly  stated: 

1.  In  a  stock  company  each  share  of  stock  has  one  vote  so 
that  the  man  buying  the  most  shares  has  the  most  votes.  In 
a  cooperative  association  it  is  most  comuion  for  each  member 
to  have  one  vote  and  only  one  regardless  of  the  amount  of 
money  he  puts  in  to  help  finance  the  organization. 

2.  Perhaps  the  most  important  distinction  is  the  method 
that  is  used  for  distributing  surplus  funds  at  the  end  of  a 
year's  business.  In  the  stock  company  this  is  done  by  declaring 
a  dividend  on  the  stock.  The  stockholders  alone  get  the  divi- 
dend whether  they  have  had  any  other  connection  with  the 
organization  or  not.  In  the  type  of  cooperative  association 
under  discussion  any  surplus  left  at  the  end  of  the  year,  if  it 
is  not  kept  in  the  business  for  working  capital,  is  divided 
among  the  members  iu  proportion  to  the  amount  of  business 
which  each  has  done  through  the  association  during  that  year. 

WHAT  ARB  ITS  ADVANTAGES? 
The  question  frequently  arises  as  to  what  advantages  the  cocpera- 
tive  form  of  organization  has  over  the  stock  company.  The  answer 
is  to  be  found  in  the  experience  of  farmers'  associations  the  world 
over.  The  cooperative  association  is  not  a  more  efficient  busi- 
ness organization  than  a  stock  company.  Unfortunately,  it  is 
not  as  generally  understood  as  a  stock  company,  chiefly,  because  the 
latter  is  so  numerous  in  other  lines  of  business.  But  the  cooperative 
association  does  provide  certain  important  safeguards.  When  a 
group  of  farmers  form  an  association  to  sell  their  products  or  buy 
STtpplies  they  become  competitors  of  companies  already  in  the 
business.  These  business  interests  see  in  the  association  a  rival  to 
their  own  business  and  act  according  to  the  law  of  self  pres- 
ervation. If  the  association  were  formed  as  an  ordinary  stock 
corporation,  a  favorite  method  in  the  past  has  been  for  these  parties 


to  bu}^  up  enough  of  the  stock  to  control  the  company.  This  has  been 
done  many  times  and  is  the  reason  for  the  one-man-one-vote  principle. 
Whatever  a  man's  financial  interest  in  the  organization  he  has  but 
one  vote,  and  therefore,  can  never  control  by  this  method.  In  ad- 
dition to  this,  the  small  grower  is  likely  to  be  less  suspicious  of  larger 
growers  in  an  association  if  they  are  all  on  the  same  basis  as  to 
voting  power. 

In  the  cooperative  method  of  distributing  surplus  funds  all  mem- 
bers receive  the  fairest  treatment.  It  should  be  noted  that  the  in- 
come of  an  association  results  from  a  percentage  or  brokerage  fee 
charged  on  each  unit  of  products  sold  or  bought.  In  buying  feeds 
the  association  may  charge  each  member  |1.50  per  ton  for  each  ton 
of  feed  bought  for  them.  If  it  is  a  selling  organization  it  may 
charge  Ic  a  pound  for  each  pound  of  tobacco  sold.  If  these  charges 
are  large  enough  there  may  be  a  surplus  at  the  end  of  the  year.  If 
this  is  to  be  distributed  to  members  at  all  it  should  go  back  to  them 
on  the  same  basis  upon  which  it  was  taken  from  them,  that  is  to 
say,  in  the  proportion  in  which  they  have  bought  or  sold  through 
the  association. 

Some  one  has  said  that  the  difference  between  the  two  types  of 
organizations  is  that  the  stock  company  is  an  organization  of  dol- 
lars for  the  purpose  of  making  dividends  on  the  investment,  while 
the  cooperative  association  is  an  organization  of  men  for  the  pur- 
pose of  securing  services  and  low  costs  wliich  they  cannot  obtain 
a«  individuals.  In  general  terms  this  statement  expresses  the  differ- 
ence fairly  well. 

BUSINESS  PRINCIPLES. 

A  farmers'  selling  organization  in  sailing  the  sea  of  business  will 
hardly  expect  always  to  have  fair  weather.  It  should  be  so  strongly 
built  as  to  be  able  to  withstand  the  storms  of  opposition  and  com- 
petition from  without  and  the  mutiny  which  may  result  from  jealousy 
within. 

1.    A  Good  Business  Unit. 

The  question  is  often  asked,  ''Hoic  mani)  members  do  toe  need  in 
order  to  start  an  association?"  The  point  is  not  so  much  a  matter 
of  the  number  of  members  as  it  is  the  volume  of  business  which  is 
needed.  A  large  tonnage  which  can  be  supplied  with  such  degree  of 
regularity  as  the  trade  requires  is  more  likely  to  attract  buyers  of 
the  right  sort  than  small  lots  are.  Furthermore,  the  larger  the  vol- 
ume of  business  handled,  the  smaller  the  overhead  cost  per  unit  is 
likely  to  be  and,  therefore,  the  more  economically  can  the  associa- 
tion conduct  its  business.  This  matter  is  of  such  importance  that 
it  should  be  carefully  studied  before  deciding  to  organize.    A  local 
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ooudition  desirable  for  the  establishxueut  of  cooperative  selling  is 
specialization  of  production.  A  general  farming  district  where  each 
man  produces  a  variety  of  products  and  no  considerable  amount  of 
any  one  thing  is  not  ^veVi  suited  to  cooperative  enterprise. 

2.    Solidarity  of  Membership. 

The  Loyalty  of  i's  members  is  one  essential  to  the  success  of  any 
selling  association.  It  is  so  important,  in  fact,  that  it  is  wise  to  pro- 
vide some  measures  which  will  assure  loyalty.  It  is  easier  for  some 
men  to  be  honest  when  they  know  that  there  is  a  penalty  for  being 
dishonest.  Likewise  it  is  easier  for  some  members  of  a  cooperative 
association  to  be  loyal  if  they  know  that  it  will  be  financially  unprofit- 
able to  be  disloyal.  A  good  method  for  maintaining  loyalty  is  a  pro- 
vision which  makes  it  necessary  for  every  member  to  sign  a  contract 
with  the  association  by  Avhich  the  member  makes  the  association  his 
sole  selling  agent  for  all,  or  at  least  a  stated  portion  of  his  crop,  and 
agrees  that  if  he  fails  to  keep  this  contract  by  failing  to  deliver  all 
of  the  products  covered  by  it  he  will  pay  to  the  association  a  certain 
sum  as  "liquidated  damages."  (See  Appendix  D.)  If  such  contracts 
are  signed  at  the  beginning  of  the  year  the  manager  will  know  in 
advance  about  what  volume  of  business  he  wiU  have  to  handle  and 
can  plan  accordingly.  Most  important  of  all  it  will  make  unlikely 
the  withdrawal  of  some  members  the  moment  difficult  problems  arise. 
Two  recent  court  decisions  have  held  such  contracts  to  be  legal  and 
have  forced  the  offending  members  to  pay  the  association  the  sums 
specified  in  the  contracts  as  liquidated  damages. 

The  Pennsylvania  Law  specifically  permits  such  binding  relation- 
ships between  the  association  and  its  members. 

3.    Proper  Financing. 

In  every  line  of  business  a  great  many  houses  fail  each  year  be- 
cause of  lack  of  adequate  v/orking  capital.  Cooperative  associations 
are  in  no-wise  exempt  from  this  business  requirement.  The  amount 
of  capital  needed  will  depend  upon  the  character  of  the  business  to 
be  conducted.  If  it  is  purely  a  brokerage  business  which  the  asso- 
ciation is  doing  for  its  members  its  capital  will  not  need  to  be  large, 
but  if  it  is  necessai^  to  erect  a  milk  plant,  build  a  warehouse,  or  make 
other  permanent  investments,  the  amount  of  capital  raised  should 
not  only  be  adequate  to  take  care  of  these,  but  provide  ample  working 
capital  besides.  It  is  this  matter  of  working  capital  that  is  most 
likely  to  be  overlooked.  Many  associations  which  have  not  actually 
failed  have  found  themselves  seriously  handicapped  in  their  business 
by  lack  of  sufficient  ready-money  to  meet  their  needs.  No  rule  can 
be  laid  down  here  because  the  needs  will  vary  greatly  with  the  busi- 
ness and  conditions,  but  the  matter  should  be  given  more  than  pass- 
ing attention. 
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The  fact  that  the  Pennsylvania  Law  provides  for  associations  with- 
out capital  stock  might  appear  to  make  this  form  of  association  un- 
suited  to  enterprises  which  require  considerable  permanent  capital. 
This  is  not  true.  It  is  possible  to  raise  almost  any  reasonable  amount 
of  money  by  the  sale  of  certificates  of  ,  indebtedness  upon  which  a 
unifonn  rate  of  interest  may  be  paid. 

4.  Management. 

After  all,  the  cornerstone  to  business  success  is  good  management. 
A  sound  organization,  adequately  financed,  doing  a  large  volume  of 
business  can  very  soon  be  wrecked  by  poor  management.  There  is 
frequently  an  idea  among  farmers'  organizations  that  the  all  im- 
portant qualification  for  a  manager  is  honesty.  This  is  certainly 
highly  important,  but  it  is  not  the  only  essential.  An  equally  im- 
portant qualification  is  business  ability.  It  should  be  borne  in  mind 
that  honest  mismanagement  may  he  just  as  costly  as  dishonest  man- 
agement. 

5.    Accounts.  ''  y 

No  business  can  operate  safely  without  proper  records  being  kept. 
If  the  manager  is  businesslike  he  will  certainly  have  a  good  account- 
ing system  in  use.  If  the  board  of  directors  is  alive  to  its  respon- 
sibilities it  will  insist  that  he  do  so.  Neither  a  manager  nor  a  board 
of  directors  can  know  the  exact  status  of  the  business  without  such 
accounts.  . 

The  Pennsylvania  Law  of  1919  requires  that  the  accounts  of  any 
association  incorporated  under  it  be  audited  quarterly  by  a  com- 
mittee and  the  results  reported  to  the  association,  and  that  in  ad- 
dition to  this  an  annual  audit  be  made  and  likewise  reported. 

STEPS  IN  ORGANIZING. 

1.  Associations  may  be  organized  by  five  or  more  persons,  three 
of  whom  must  be  citizens  of  Pennsylvania. 

2.  The  articles  of  association  must  contain  information  regard- 
ing the  following  points:    (See  Appendix  A.) 

(1)  The  name  of  the  association,  which  shall  include  the 
word,  "cooperative."  .  - 

(2)  The  class  of  services  to  be  performed  by  the  associa- 
'tion. 

(3)  The  place  or  places  Avhere  its  business  is  to  be  trans- 
acted, which  shall  be  within  this  Commonwealth. 

(4)  The  term  for  which  it  is  to  exist. 

(5)  The  names  and  post  office  addresses  of  the  subscribers. 

(6)  The  number  of  directors  and  the  names  and  residences 
of  those  who  are  chosen  for  directors  for  the  first  year. 

(7)  Any  other  provisions  not  inconsistent  with  the  Law 
which  the  association  may  see  fit  to  adopt  governing  the  regu- 
lations and  conduct  of  its  affairs. 
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3.  Announcement  of  intention  to  apply  for  charter  must  be  pub- 
lished in  two  newspapers  within  the  county  where  the  principal  place 
of  business  is  situated  once  a  week  for  three  weeks  before  the  charter 
can  be  obtained.    (See  Appendix  B.) 

4.  ITie  signatures  of  the  five  subscribers  to  the  articles  of  asso- 
ciation must  be  acknowledged  before  a  notary  public  or  other  officer 
qualified  to  administer  oaths  and  affirmations  in  this  Commonwealth. 

5.  The  articles  of  association  with  proof  of  publication  of  the 
notice  to  apply  for  a  charter,  and  check  for  thirty  dollars  (-IrSO)  must 
be  presented  to  the  Secretary  of  the  Commonwealth.  When  approved 
by  him,  they  will  be  returned  to  the  incorporators,  accompanied  by 
letters  patent.  The  Articles  of  Association  together  with  Letters 
Patent  must  then  be  recorded  in  the  office  of  the  Recorder  of  Deeds 
in  the  county  where  the  principal  place  of  business  is  located. 

6.  Within  thirty  days  after  the  recording  of  the  Articles  of  Asso- 
ciation, a  call  signed  by  not  less  than  a  majority  of  the  directors, 
shall  be  issued  for  a  meeting  of  the  members.  At  this  meeting,  by- 
laws shall  be  adopted.    (See  Appendix  C.) 


Appendix  A.* 

ARTICLES  OF  ASS0C3IATI0N 
To  the  Governor  of  the  Commonwealth  of  Pennsylvania: 

Sir:  In  compliance  with  the  requirements  of  an  Act  of  the  Gen- 
eral Assembly  of  the  Commonwealth  of  Pennsylvania,  entitled  "An 
Act  to  provide  for  the  incorporation  and  regulation  of  cooperative 
associations  not  having  a  capital  stock  and  not  conducted  for  profit, 
and  defining  agriculture  so  as  to  include  persons  engaged  in  agri- 
culture, dair-^dng,  live  stock  raising,  poultry  raising,  beekeeping,  and 
horticulture,"  approved  the  12th  day  of  June,  A.  D.  1919,  the  under- 
signed, three  of  whom  are  citizens  of  Pennsylvania,  having  associated 
themselves  together  for  the  purpose  hereinafter  specified,  and  desir- 
ing that  they  may  be  incorporated,  and  that  letters  patent  may  issue 
to  them  and  their  successors  according  to  law,  do  hereby  specify: 

1st.    The  name  of  the  proposed  association  is   


2nd.  The  class  of  services  to  be  performed  by  the  said  association 
is  to  act  as  agent  for  its  members  or  any  of  them,  perform  for  them 
services  connected  with  the  production,  preservation,  drying,  can- 
ning, storing,  handling,  utilization,  marketing,  or  sale  of  agricultural 
products  produced  by  them;  and,  for  the  agricultural  purposes  of 
such  members,  perform  for  them  services  connected  with  the 
purchase  or  hiring  for  or  use  by  them  of  supplies,  including  live  stock, 
machinery,  and  equipment,  and  the  hiring  of  labor  or  any  one  or  more 
of  the  kinds  of  service  specified  in  this  section. 

♦Copies  of  this  form  can  be  obtained  by  addressing  the  office  of  the  Secretary  of 
the  Commonwealth,  Harrisburg,  Pa. 
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3rd.    The  place  where  its  business  is  to  be  transacted  is  in  

 ,  Pennsylvania. 

4th.    The  term  for  which  said  corporation  is  to  exist  is  perpetually. 

5th.  The  names  and  post  office  addresses  of  the  subscriber's  are 
as  follows: 

i^^ame  Post  Office 


6th.    The  number  of  directors  of  said  association  is  fixed  at  

  and  the  names  and  residences  of  the  directors  who  are 

chosen  directors  for  the  first  year  are  as  follows: 

Name  •  ,  Residence 


7th. 


Signatures  of  Subscribers:  ■  • 

 ^Seal)   (Seal) 

 (Seal)   (Seal) 

 (Seal) 


State  of  Pennsylvania, 


>  ss: 


Countj^  of  

Before  me,   in  and  for  the  county  aforesaid, 

personally  came  the  above  named,   

 \  

who  in  due  form  of  law  acknowledged  the  foregoing  instrument  to 
be  their  act  and  deed  for  the  purpose  therein  specified. 


of 
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Witness  my  hand  and  Seal  of  office  tlie    (iay 

 ,  A.  D.  19  


State  of  Pennsylvania, 
County  of    r  ^- 

■Personally  appeared  before  me,  this 
 ,  A.  D.  19  ,  - 


duly  sworn  according  to  law,  depose  and  say  that  the  statements 
tained  in  the  foregoing  instrument  are  true.  . 
Sworn  and  subscribed  to  before  me, 

the  day  and  year  aforesaid  
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Appendix  B. 

CHARTER  NOTICE. 

Notice  is  liereby  given  that  application  will  be  made  to  the  Gov- 
ernor of  Pennsylvania  on  Monday,  April  5,  1920  by  (Names  of  five 
signers)  under  the  Act  of  Assembly  entitled  "An  Act  to  provide  for 
the  incoi-poration  and  regulation  of  cooperative  associations  not 
having  a  capital  stock  and  not  conducted  for  profit,  and  defining 
agriculture  so  as  to  include  persons  engaged  in  agriculture,  dairy- 
ing, live  stock  raising,  poulti-y  raising,  beekeeping,  and  horticulture  " 
approved  the  12th  day  of  June,  A.  D.  1919,  for  the  charter  of  an  in- 
tended cooperative  association  to  be  known  as  the   

Cooperative  Association. 

The  class  of  services  to  be  performed  by  the  said  association  is 
to  act  as  agent  for  its  members  or  any  of  them,  perform  for  them 
services  connected  with  the  production,  preservation,  drying,  canning, 
storing,  handling,  utilization,  marketing,  or  sale  of  agricultural 
products  produced  by  them;  and,  for  the  agricultural  purposes  of 
such  members,  perform  for  them  services  connected  with  the  purchase 
or  hiring  for  or  use  by  them  of  supplies,  including  live  stock,  ma- 
chinery, and  equipment,  and  the  hiring  of  labor  or  any  one  or  more 
of  the  kinds  of  service  specified  in  this  section. 


Signatures : 
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Appendix  C. 

BY-LAWS  OF  ....COOPERATIVE  ASSOCIATION. 

(With  slight  modifications  these  By-Laws  are  given  here  in  the  form  recommended 
by  the  United  States  Bureau  of  Markets). 

Article  I. — Name. 

Section  1.    The  name  of  this  Association  shall  be  

Cooperative  Association. 

Article  II. — Place  of  Business. 

Section  1.    The  principal  business  of  this  Association  is  to  be 
transacted  in  the  City  of  ,  Pennsylvania. 

Article  III. — Objects. 

Section  1.  The  class  of  services  to  be  performed  by  the  said  asso-  ; 
ciation  is  to  act  as  agent  for  i^s  members  or  any  of  them,  perform 
for  them  services  connected  with  the  production,  preservation,  dry-  . 
ing,  canning,  storing,  handling,  utilization,  marljeting,  or  sale  of 
agricultural  products  produced  by  them;  and,  for  the  agricultural 
purposes  of  such  members,  perform  for  them  services  connected 
with  the  purchase  or  hiring  for  or  use  by  them  of  supplies,  Includ- 
ing live  stock,  machinery,  and  equipment,  and  the  hiring  of  labor  or 
any  one  or  more  of  the  kinds  of  service  specified  in  this  section. 

Article  IV. — Membership. 

Section  1.  Any  person  engaged  in  agriculture,  dairying,  or  horti- 
culture as  defined  in  the  law  may  become  a  member  of  the  associa- 
tion by  agreeing  to  comply  with  the  requirements  of  these  by-laws. 

Section  2.  Upon  his  entering  into  such  an  agreement  and  paying 
the  membership  fee,  the  Association  shall  issue  a  certificate  of  mem- 
bership to  the  applicant.  Such  certificate  of  membership  shall  not 
be  transferable. 

Section  3.  At  any  time  that  the  Board  of  Directors  determines 
that  a  member  has  ceased  to  be  a  bona  fide  grower  of  farm  products, 
his  membership  shall  be  terminated  and  his  membership  certificate 
shall  be  canceled. 

Article  V. — Fiscal  Year,  Meetings. 

Section  1.  The  fiscal  year  of  the  Association  shall  commence  (Jan- 
uary 1)  and  end  on  (the  31st  of  the  following  December). 

Section  2.  The  annual  meeting  of  the  Association  shall  be  held  at 
the  office  of  the  Association,  in  the  (City  of  ,)  Pennsyl- 
vania, on  the  (second  Monday"  in  January)  in  each  year,  at  (10 
o'clock  a.  m.). 

Section  3.  Special  meetings  may  be  called  at  any  time  by  the 
President.  He  shall  call  such  meetings  whenever  (ten)  members  shall 
so  reqiTest  in  writing. 
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Section  4.  Notice  of  the  annual  meeting  shall  be  mailed  by  the 
Secretary  to  each  member  at  least  (one  weeli)  previous  to  the  date  of 
the  meeting,  and  such  notice  shall  be  published  in  a  local  newspaper 
not  less  than  (one  week)  previous  to  the  date  of  meeting.  At  least 
(five)  days  before  the  date  of  any  special  meeting  the  Secretary 
shall  mail  notice  of  such  meeting  to  each  member,  which  shall  state 
the  nature  of  the  business  to  be  transacted  at  such  meeting. 

Article  VI. — Quorum. 

Section  1.  (One-fifth)  of  the  members  in  good  standing  shall  con- 
stitute a  quorum  for  the  transaction  of  business  at  any  meeting. 

Article  VII. — Directors  and  Officers. 
Section  1.    The  Board  of  Directors  of  this  Association  shall  con- 
sist of  (seven)  members,  who  shall  b|  elected  by  the  members  at  the 
annual  meeting  for  the  term  of  one  year. 

Section  2.  The  Board  of  Directors  shall  meet  within  (ten)  days 
after  their  election,  and  shall  elect  by  ballot  a  President  and  a  Vice 
President  from  among  themselves,  and  a  Secretai-y-Treasurer  (or  a 
Secretary  and  a  Treasurer)  wlio  may  or  may  not  be  a  member  af  the 
Board  of  Directors.  They  shall  also  choose  three  auditors  from  the 
members,  not  Directors,  (;l1iiers  agents,  or  employes  of  the  Associa- 
tion. Such  officers  and  auditors  shall  bold  ofltice  for  one  year  or 
until  their  successors  are  duly  elected  and  qualified. 

Section  3.  Any  vacancy  in  the  Board  of  Directors  shall  be  filled, 
for  tlie  unexpired'  terms,  at  any  annual  meeting,  or  at  any  special 
meeting  called  for  the  purpose,  in  the  manner  provided  for  the  original 
election  of  directors. 

Section  4.  (Four)  members  of  the  Board  of  Directors  shall  con- 
stitute a  quorum  at  any  meeting  of  the  Board  of  Directors. 

Section  5.  (The  compensation,  if  any,  of  the  Board  of  Directors 
and  the  officers  shall  be  determined  by  the  members  of  the  Associa- 
tion at  a  regular  or  called  meeting  of  the  Association.) 

Section  <>.  Any  director  or  officer  of  the  association  may,  for 
cause,  at  any  annual  meeting  or  at  any  special  meeting  called  for 
the  purpose,  at  which  a  majority  of  the  members  shall  be  present,  be 
lemoved  from  office  by  vote  of  not  less  than  two-thirds  of  the  mem- 
bers present.  Such  director  or  officer  shall  be  informed  in  writing  of 
the  charges  at  least  (five)  days  before  such  meeting  and  at  such  meet- 
ing shall  have  an  opportunity  to  l^e  heard  in  person,  by  counsel,  and 
by  witnesses,  in  regard  thereto. 

Article  VIII. — Duties  of  the  Directors. 

Section  1.  The  Board  of  Directors  shall  manage  the  business  and 
the  affairs  of  the  Association  and  make  the  necessary  rules  and  regu- 


lations,  not  inconsistent  with  law  or  with  these  by-laws,  foi'  the 
management  of  the  business  and  the  guidance  of  the  officers,  employes, 
and  agents  of  the  Association. 

Section  2.  The  Board  of  Directors  may  employ  and  dismiss  for 
cause  a  Business  Manager,  and  fix  his  compensation.  He  shall  have 
charge  of  the  business  of  the  Association  under  the  direction  of  the 
Board  of  Directors. 

Section  3.  The  Board  of  Directors  shall  require  the  Treasurer  and 
all  other  officers,  agents,  and  employes  charged  by  the  Association 
with  responsibility  for  the  custody  of  any  of  its  funds  or  property  to 
give  bond  with  sufficiesit  surety  for  the  faithful  performance  of  their 
official  duties. 

Section  4.  The  Board  of  Directors  shall  meet  on  the  (first  Satur- 
day) of  each  month  at  the  office  of  the  Association  in  the  (City  of 

 ),  Pennsylvania.     Special  meetings  of  the  board 

shall  be  held  upon  call  of  the  President  or  upon  written  request  of 
(three)  members  of  tke  board. 

Article  IX. — ^Duties  of  tlie  Officers.  ,  '  '  • 

Section  .1.    The  President  shall— 

(a)  Preside  over  all  meetings  of  the  Association  and  of  the 
Board  of  Directors. 

(b)  Sign  as  President,  with  the  (Secretary-Treasurer),  all 
checks,  notes,  deeds,  and  other  instruments  on  behalf  of  the 
Association. 

(c)  Call  special  meetings  of  the  Association  and  of  the 
Board  of  Directors. 

(d)  Perform  all  acts  and  duties  usually  required  for  an 
executive  and  presiding  officer. 

Section  2.    In  the  absence  or  disability  of  the  President,  the  Vice 
President  shall  preside  and  perform  the  duties  of  the  President. 
Section  3.    The  (Secretary-Treasurer)  shall —    '  • 

(a)  Keep  a  complete  record  of  all  meetings  of  the  Associa- 
tion and  of  the  Board  of  Directors. 

(b)  Sign  as  (Secretary-Treasurer),  with  the  President,  all 
checks,  notes,  deeds,  and  other  instruments  on  behalf  of  the 
Association. 

(c)  Serve  all  notices  required  by  law  and  by  these  by-laws. 

(d)  Receive  and  disburse  all  funds  and  be  the  custodian  of 
all  the  property  of  the  Association. 

(e)  Keep  a  complete  record  of  all  business  of  the  Associa- 
tion and  make  a  full  report  of  ail  matters  and  business  pertain- 

.  ing  to  this  office  to  the  members  at  their  annual  meeting  and 
make  all  reports  required  by  law. 

(f)  Perform  such  other  duties  as  may  be  required  of  him 
by  the  Association  or  the  Board  of  Directors. 
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Article  X. — Duties  and  Powers  of  tlie  Manager. 
Section  1.  Under  the  direction  of  the  Board  of  Directors,  the 
manager  shall  employ  and  discharge  all  employes,  agents,  and  labor- 
ers. He  shall  secure  information  as  to  crop  and  market  conditions 
and  furnish  the  same  to  the  members  on  request.  He  shall  encourage 
the  production  of  the  best  varieties  of  products  demanded  by  the 
trade.  He  shall  have  charge  of  the  grading,  packing,  and  inspection 
of  all  products  handled  by  the  Association  and  shall  have  control  of 
the  brands  and  labels  and  their  use  on  such  products,  in  accordance 
with  the  rules  of  the  Association.  Subject  to  the  terms  of  the  con- 
tracts made  by  the  members  with  the  Association  for  the  marketing 
of  their  products,  the  order  of  the  Board  of  Directors,  and  the  by- 
laws and  the  rules  of  the  Association,  the  manager  shall  have  entire 
charge. of  the  sale  and  marketing  of  such  products. 

Article  XI. — Membership  Fee. 
Section  1.    Each  member  shall  pay  in  advance  to  the  Association 
a  membership  fee  of  (Sf25)  and  the  annual  dues  (|5). 

.   Article  XII. — Emergency  Capital. 

Section  1.  At  the  time  of  uniting  with  the  Association,  or  at  any 
time  thereafter,  Avhen  called  upon  by  the  Board  of  Directors,  each 
member  shall  deliver  to  the  Association  a  negotiable,  promissory  note, 
payable  on  demand,  to  the  order  of  the  Association.  Such  note  shall 
be  for  the  sum  of  (|25)  and  an  additional  (|10)  for  each  acre  of 
crops  to  be  grown  by  the  member,  the  products  of  which  are  to  be 
marketed  through  the  Association.  But  in  no  case  shall  this  note  be 
for  a  less  sum  than  ($35). 

Section  2.  These  notes  shall  be  the  property  of  the  Association  for 
the  purpose  of  being  pledged  by  the  Board  of  Directors  as  collateral 
security  for  any  loan  that  may  be  necessary  in  the  conduct  of  the 
Association's  busin.ess.  Any  member's  note  may  also  be  available  in 
the  settlement  of  any  liquidated  damage  that  may  result  from  the 
failure  of  said  member  to  live  up  to  his  contract  with  the  Association. 

Article  XIII. — Grading  and  Inspecting. 

Section  1.  All  products  grown  by  the  members  for  sale,  through 
the  Association  shall  either  be  graded  and  packed  on  the  grower's 
prem.ises,  in  accordance  with  the  rules  of  the  Association,  subject  to 
such  inspection  as  may  be  established  by  the  Board  of  Directors,  or 
shall  be  delivered  to  the  Association,  as  directed  by  the  manager,  in 
prime  condition  for  grading,  packing,  and  shipping. 

Section  2.  All  produce  offered  for  shipment  shall  be  inspected 
before  shipment.  If  any  produce  is  not  in  good  condition  for  ship- 
ping, such  produce  shall  be  sorted,  and  prepared  for  shipment  at  the 
expense  of  the  owner. 
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Section  3.  All  brands,  labels,  and  trade-marks  established  by  the 
Association  shall  be  registered  and  become  its  property,  and  they 
shall  be  attached  only  to  such  gTades  as  shall  be  ordered  by  the  Board 
of  Directors. 

Article  XIV. — Contracts  and  Agreements. 

Section  1.  Every  member  of  this  Association  shall  enter  into  a 
contract  Avith  the  Association  in  the  form  required  by  the  Board  of 
Directors,  subject  to  the  following  provisions: 

(a)  That  the  member,  by  said  contract,  appoints  the  

 Cooperative  Association  his  sales  agent  to  sell  all 

products  grown  by  him  for  sale,  or  such  part  thereof  as  shall 
be  satisfactory  to  the  Board  of  Directors,  as  specified  in  the 
contract,  and  binds  himself  to  deliver   such  products  to 

the    Cooperative  Association  for  sale  at  such 

time  and  place  as  the  Association  directs. 

(b)  That  said  contract  shall  run  continuously  unless  can- 
celed by  tlie  member  on  (March  1)  of  any  year  by  giving  writ- 
ten notice  to  the  Association  at  least  (thirty)  days  prior  to 
said  date  that  he  desires  to  cancel  his  contract,  subject  to  any 
indebtedness  due  from  him  to  the  Association  and  delivering 
his  copy  of  the  contract  to  the  Association  on  or  before  the 
(first  day  of  March). 

Article  XV. — Duties  and  Rights  of  Members. 

Section  1.  A  member  shall  have  the  right  to  give  away  or  retain 
for  his  own  use  such  of  his  farm  products  as  he  may  wish,  but  he 
shall  not  sell  any  product  contracted  to  the  Association  to  an  out- 
side party,  except  products  offered  to  and  rejected  by  the  Association. 

Section  2.  In  case  any  member  is  offered  a  price  in  excess  of  the 
price  then  obtainable  by  the  Association,  said  member  shall  turn 
over  said  offer  to  the  Association  for  filling  from  said  grower's  goods. 

Section  3.  Each  member  shall  have  a  number  or  mark  which  shall 
be  permanently  stamped  on  every  sack,  box,  barrel,  crate,  basket,  or 
other  package  packed  by  him  or  under  his  direction,  for  shipment 
through  the  Association.  Any  loss  occasioned  by  improper  packing 
ji  or  grading  shall  be  charged  to  the  member  whose  mark  is  found  on 
said  package. 

Section  4.  Products  packed  on  the  grower's  premises  shall  be  in- 
spected as  they  are  being  packed  by  an  Association  inspector.  He 
may  be  employed  and  paid  by  the  grower  to  assist  in  packing,  but  he 
I  shall  be  held  accountable  alone  to  the  Association  for  his  inspection 
work.  His  own  private  mark  shall  be  placed  upon  each  package  he 
packs  or  inspects  and  he  shall  be  held  jointly  responsible  with  the 
grower  for  the  pack  as  it  may  be  disclosed  in  the  final  market,  ordin- 
ary deterioration  excepted. 


18 


Section  5.  On  or  before  (April  1)  of  each  year  each  member  shall 
report  to  the  Association  the  acreage  of  products  to  be  grown  by  him 
that  year  and  the  acreage  the  products  of  which  he  promises  to  market 
through  the  Association.  During  the  growing  season,  each  member 
shall  furnish  such  information,  concerning  the  crops  pledged  to  the 
Association,  as  may  be  reqiiested  by  the  manager. 

Section  6.  Each  member  of  the  Association  shall  have  only  one 
vote.   Voting  by  proxy  shall  not  be  permitted. 

Section  7.  Any  member  may  withdraw  from  the  Association  at 
any  time  between  (the  first  day  of  January  and  the  first  day  of  the 
follovv'ing  March)  ;  but  such  withdrawal  shall  not  affect  any  right  or 
lien  which  the  Association  has  against  the  retiring  member  or  his 
property  until  his  indebtedness  to  the  Association  is  fully  paid. 

Section  8.  Any  member  having  a  grievance  or  complaint  against 
the  Association  may  appeal  to  the  Board  of  Directors  (or  to  the 
members  at  any  regular  or  called  meeting).  No  member  shall  be 
suspended  or  expelled  or  deprived  of  the  benefits  of  the  Association 
without  having  charges  preferred  against  him,  reasonable  notice  there- 
of having  been  given  and  a  hearing  before  the  Board  of  Directors  (or 
by  the  members  at  a  regular  or  called  meeting). 

xlrtiele  XVI. — Indebtedness,  Membership  Liability. 

Section  1.  The  amount  of  indebtedness  which  may  be  incurred 
by  or  on  behalf  of  this  Association  shall  at  no  time  exceed  (|20,000). 

Section  2.  Each  member  of  said  Association  shall  be  liable,  jointly, 
individually,  and  severally,  for  his  per  cax^ita  share  for  all  work  and 
labor  done  to  carry  on  the  operation  of  said  Association,  which  lia- 
bility existed  at  the  time  he  becomes  a  member,  or  which  is  created 
during  his  membership,  but,  if  any  member's  share  of  such  liability 
for  work  and  labor  done  shall  prove  to  be  uncollectible,  each  remain- 
ing members  shall  be  responsible,  as  an  individual  liability  to  an 
additional  amount  equal  to  his  original  liabilitj'.  No  member 
shall  be  liable  to  the  Association  for  any  work  or  labor  done  as 
aforesaid  luitil  all  the  property  of  said  Association,  if  it  be  found 
to  be  in  the  county  wliere  the  chief  business  of  the  same  is 
carried  on,  is  first  exhausted  to  satisfy  said  claim  for  work  and  labor 
done  as  aforesaid.  . 

Article  XVII. — Expenses  and  Payments. 

Section  1.    The  expenses  of  operating  the  Association  shall  be 
met  by  a  percentage  charge  laid  upon  returns  for  produce  sold  or  by 
a  uniform  fixed  commission  per  package  and  by  a  percentage  charge 
.i.pon  supplies  purchased,  the  amoimt  of  such  charge  to  be  fixed  by  the 
Board  of  Directors. 
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Section  2.  Except  in  cases  provided  for  in  Article  XV,  section  2, 
in  making  sales,  all  produce  of  the  same  grade  shall  be  paid  for  on 
the  basis  of  the  average  price  received  during  such  periods  as  the 
Board  of  Directors  from  time  to  time  may  determine.  Payments  for 
such  produce  shall  be  made  to  the  shippers  at  the  end  of  each  period ; 
in  all  other  cases,  payment  shall  be  made  to  the  shippers  on  the 
receipt  by  the  Association  of  the  returns  for  the  sale  of  the  produce. 

Article  XVIII. — Cooperative  Purcliase  of  Supplies. 

Section  1.  All  merchandise  purchased  by  the  Association  for  any 
member  shall  be  paid  for  in  cash  by  the  member  ordering  such  sup- 
plies at  the  time  of  ordering  the  same,  or  the  proper  credit  arranged 
for  with  some  bank,  approved  by  the  Board  of  Directors,  at  the  time 
of  ordering.  '    '  ■  ' 

Section  2.  In  case  there  are  local  dealers  handling  the  supplies 
desired,  they  shall  be  given  an  opportunity  to  bid  on  the  order  before 
it  is  placed  with  an  outside  agency. 

Article  XIX. — Savings  and  Damages. 

Section  1.  Whenever  this  association  shall  find  that  it  has  ac- 
cumulated funds  in  exces.s  of  those  necessary  to  meet  expenses  alieady 
Incurred  and  reasonably  estimated  as  essential  to  be  incurred  by  it 
In  conducting  its  operations,  it  shall  return  such  excess  to,  or  deduct 
from  future  fees,  dues,  assessments,  or  charges  of  the  members  who 
contributed  to  such  excess  in  the  proportion  of  their  respective 
contributions. 

Section  2.  Any  member  v.-ho  fails  to  live  up  to  his  agreement,  or 
fails  or  refuses  to  deliver  to  the  Association  for  sale  the  pledged  pro- 
ducts, shall  pay  to  the  Association,  as  liquidated  damages,  the  sum 
of  (25  cents)  for  each  (barrel  of  apples)  not  delivered  by  him;  said 
sum  may  be  deducted  from  any  money  in  the  possession  of  the  Asso- 
ciation due  the  member.  Any  such  claim  shall  be  a  lien  upon  the 
member's  loan  note.  .     _  ■ 

Article  XX. — Accounts  and  Auditing. 

Section  1.  This  Association  shall  install  a  standard  system  of 
accounts,  and  provide  other  accounting  appurtenances  that  may  be 
necessary  to  conduct  the  business  in  a  safe  and  ordei'ly  manner. 

Section  2.  The  books  and  the  business  of  the  Association  shall 
be  audited  quarterly  by  the  auditing  committee.  A  complete  an- 
nual audit  shall  be  made  by  a  competent  accountant  previous  to  the 
date  of  each  annual  meeting,"  at  which  meeting  his  report  shall  be 
presented  in  full.  Special  audits  shall  be  made  upon  order  of  the 
Board  of  Directors  or  upon  a  majority  vote  of  the  members  at  any 
regular  or  called  meeting. 
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Article  XXI. — Aineiulments. 

Section  1.  These  by-laws  may  be  amended  at  any  meeting  by  a 
two-thirds  vote  of  the  members  present,  provided,  that  notice  of  such 
proposed  amendment  is  included  "in  the  call  for  said  meeting. 
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Appendix  D. 

 COUNTY  COOPERATIVE  POTATO  GROWERS'  Af5SO(!IATiON. 


CROP  CONTRACT. 


 ,  Permsylvania, 

This  agreement,  made  and  entered  into  this  .,   ^''^J 

Qf      _  ,  19  between  

County  Cooperative  Potato  Growers'  Association,  a  corpoi-ition  duly  . 
organized  under  the  laws  of  the  State  of  Pennsylvania  and  having 

its  principal  place  of  business  in  the  town  of  

County,  Pennsylvania,  party  of  the  first  part 

(hereinafter  referred  to  as  the  "Association"),  and  , 

a  potato  grower,  residing  in  said  township  of   • 

party  of  the  second  part  (hereinafter  referred  to  as  tlie  '-Grower"), 
witnesseth: 

1.  That  for  and  in  cori^ideration  of  the  expenses  incurred  and  to 
be  incurred  by  the  Association  in  providing  means  for  marketing  his 
potatoes,  the  Grower  hereby  agrees  as  follows:  That  ise  will  liarvest 
and  deliver  all  of  his  marketable  potatoes  in  such  quantities  and  con- 
dition and  at  such  times  as  the  Association  or  its  agent  may  direct, 
and  hereby  appoints  said  Association  his  agent  for  the  purpose  of 
marketing  all  potatoes  which  shall  be  grown  by  him,  or  for  him  or 

in  which  he  shall  have  any  interest,  during  the  year  19        and  each 

year  thereafter  during  tlie  continuance  of  this  contract;  provided 

that  the  Grower  may  cancel  this  contract  on  the  fir^t  day  of  

 of  any  year  by  giving  notice  in  writing  to  tiie  AHSOciation, 

at  least  thirty  days  prior  to  said  date,  that  he  desires  to  cancel  tiiis 
contract.    Upon  giving  said  notice  the  GroAver  siiall,  prior  to  said 

first  day  of   :..   pay  any  indebtedness  due  from  him  to 

the  Association  and  deliver  iiis  copy  of  this  contract  to  said  Associa- 
tion, and  the  same  shall  l hereupon  be  canceled  and  the  contract 
terminated.  Such  cancellation  shall  not  affect  any  incovripleted  sales 
or  transactions  between  tlie  parties  hereto,  nor  release  either  fi-om  a-ny 
indebtedness  due  the  other,  nor  relieve  the  Grower  from  his  obliga- 
tion to  sell  through  the  Association  all  potatoes  grown  by  him  as  above 
stated. 
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2.  The  Grower  agrees  that  the  harvesting,  grading,  inspecting, 
assorting,  storing,  packing  and  marketing  of  his  potatoes  shall  be 
done  in  accordance  with  the  rules  and  regulations  of  the  Association, 
now  iu  existence  or  hereaf  ter  adopted  by  it. 

3.  It  is  agreed  by  the  Grower  that  any  indebtedness  of  any  kind, 
owed  by  him  to  the  Association,  .shall  be  a  hrst  lieu  upon  the  potatoes 
hereby  contracted  by  the  Grower  to  be  sold  and  delivered  under  the 
direction  of  this  Association,  and  shall  be  deducted  out  of  the  net 
proceeds  of  the  sale  of  such  potatoes. 

4.  The  Grower  fully  understands  that  the  purpose  of  this  agree- 
ment is  to  maintain  and  to  increase  to  its  greatest  efficiency  the  co- 
operative marketing  agency  known  as  the 

t.'ounty  Cooperative  Potato  Growers'  Association,  and  that  to  ac- 
complish this  purpose  it  is  necessary  that  the  Grower  shall  strictly 
and  fully  comply  with  and  perform  the  stipulations  of  this  agreement 
on  his  part  to  be  performed,  and  he  therefore  expressly  agreas  that 
he  will  not  sell  or  otherwise  dispose  of  his  potatoes  to  any  person  or 
corporation  except  through  this  Association. 

5.  This  Association  agrees  to  receive  and  market  all  of  said 
Grower's  potatoes  that  are  of  marketable  quality,  whenever  a  market 
may  be  found  for  the  same,  which  in  the  judgment  of  the  Association 
and  in  accordance  with  its  rules  and  regulations  shall  justify  such 
marketing;  provided,  however,  that  the  Association  shall  not  be  held 
liable  for  any  damage  that  may  be  sustained  by  the  action  of  the 
elements,  by  accident  in  shipment  or  storage,  or  by  unavoidable  fail- 
ure to  secure  suitable  storage  or  markets  for  the  proper  handling  and 
marketing  of  said  potatoes. 

6.  This  Association  agrees  to  pay  the  Grower  the  amount  received 
for  his  said  crop,  less  its  regular  uniform  charges  for  marketing  the 
same,  which  charges  are  to  be  lixed  by  the  Board  of  Directors  of  the 
Association  and  which  shall  be  an  amount  sufficient  to  pay  all  the 
expenses  of  rendering  such  service— including  the  overhead  expenses 
of  the  Association. 

7.  It  is  further  agreed  by  the  Growler  that  in  case  he  shall  at 
any  time  fail  to  fulfill  any  of  the  provisions  of  this  contract  on  his 
part  to  be  performed,  or  shall  fail  to  deliver  his  said  potatoes  to  the 
Association  as  hereinbefore  provided,  the  Association  shall  then  be 
entitled,  at  its  option,  with  or  without  legal  process,  to  take  exclusive 
po~^session  and  control  of  said  potatoes  and  market  the  same  accord- 
ing to  the  terms  of  this  agreement.  Should  such  action  be  necessary 
on  the  part  of  the  Association,  it  shall  retain  out  of  the  proceeds  de- 
rived from  the  sale  thereof,  in  addition  to  the  regular  charge  for 
marketing,  such  sum  or  sums  as  may  be  necessary  to  reimburse  it  for 
all  additional  expenses  incurred. 
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8.  It  is  further  agreed  that  if  the  Grower  fails  to  perfoFin  this 
agreement,  or  fails  or  refuses  to  deliver  his  said  potatoes  as  the  Board 
of  Directors  of  this  Association  may  direct,  he  shall  pay  to  the  Asso- 
ciation, as  liquidated  damages,  the  sum  of  ;   cents  for 

each  bushel  of  potatoes  not  delivered  by  him.  Said  sum  may  be  de- 
ducted from  any  money  in  the  possession  of  the  Association  due  the 
member.  Any  such  clainj  shall  be  a  lien  upon  the  member's  loan 
note.  - 

In  Witness  Whereof  the  parties  have  hereunto  signed  their  names 
and  affixed  their  seals,  in  duplicate,  the  day  and  year  first  above 
written. 


In  presence  of: 


  County  Coopera- 
tive Potato  Growers'  Association. 

By  

President. 


Grower. 


